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INTRODUCTION

The Rhode Island Department of Human Services (DHS, the State) requested that HealthCare
Analytics assist it in developing actuarially sound capitation tates for the rate period 7/1,/2009
through 6/30/2010 for Children with Special Health Cate Needs (CSHCN) and Children in
Substitute Care Arrangements (Substitute Care), who are eligible for entollment into the State’s Rlte
Cate program, a Medicaid managed care program implemented under the Rhode Island Global
Consumer Choice Compact 1115 Watver Demonstration.

This document presents an outline of the development of actuarially sound capitation rates that
were made consistent with the guidance provided in the Centers for Medicare and Medicaid Services
(CMS) Rate Checklist, and which is sought fot the purpose of attaining rate approval from CMS$
under 42 CFR 438.6(c).

The rates were developed from existing claims data for the target populations, which were adjusted,
smoothed and trended to the rate period. Adjustments were made to account for off-line expenses
not teflected in the claims data, as well as programmatic changes that will impact future claims. Such
programmatic changes include CAITS services as in-plan benefits effective 4/1/2009. The data was
smoothed to account for the variability in the claims experience due to the relatively small sizes of
the target populations. The claims were trended forward to the rate period using the indicated trends
in the claims data, tempered by observations of general trends in the marketplace for Medicaid
managed care. Whete appropriate, further adjustments were incotporated to account for the impact
of managed care on the future claims expenses of the target populations. Finally, administrative and
premium tax loads were included to develop actuarially sound capitation rates.

Rates, trends, assumptions and observations of the undetlying data in support of the proposed
capitation rates for CSHCN for the rate period 7/1/2009 — 6/30/2010 were performed in
consultation with the actuarial firm of Donlon & Associates, which also provided the certification
letter required by CMS. HealthCare Analytics relied on data produced by DHS and by Strategies and
Solutions produced for the State.
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Target Population

Consistent with last rate period’s pricing, which was the first for this population, this pricing is
intended to develop a set of capitation rates for members who are cuttently enrolled through
Neighborhood Health Plans of Rhode Island — “Enrolled” group, and another set of capitation rates
for eligible members cutrently covered by the State under Fee-Fot-Setvice (FFS) who began to
enroll in 2 managed care plan beginning 6/1/2008, the “Not Enrolled” group. The “Not Enrolled”
distinction is necessary since the experience periods did not yet include any of the newly enrolled
FFS membets since 6/1/2008.

Fot each of these two groups (segments), the “Enrolled” and “Not Enrolled”, the groups were
further delineated into sub-groups, or Population Cohotts, based on the members’ age and/or
unique set of medical care needs and expenses. The rate cells for the two groups and population
cohotts for rating purposes were thus:

Table 1
Rate Cells

Population Cohort Enrolled Not Enrolled
Adoption Subsidy v v

Katie Beckett v v

SSI < 15 v v
SSI>= 15 v v
Substitute Care v N/A

Note that there is not a Not Enrolled rate for the Substitute Cate rate cell. The State determined that
the few membess currently covered by the State under FFS would not be eligible for entollment in a
managed care program.

CAPITATION RATES & DEMOGRAPHICS

For the 7/1/2009 — 6/30/2010 rate period, The State intends to continue with the process
established for the previous rate period for enrolling the Fee For Service (FFS) population into the
two participating health plans, NHPRI and United Healthcare of New England (UHCNE). Since
the expetience periods upon which the proposed capitation rates wete based did not include any of
the experience from the last rate period (7/1/2008 — 6/30/2009), the proposed capitation rates will
be in two sets. One set for NHPRI reflecting a mix of their existing client base of “Enrolled” and an
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assumed enrollment of 50% of the eligible “Not Enrolled” FF'S population. A second set of rates,
applicable to newly participating plans, i.e. UHCNE, based entirely on the eligible “Not Enrolled”
FI'S population. Both sets of rates will be for the rate period 7/1/2009 — 6/30/2010:

Table 2

1. Capitation rates for NHPRI representing a melding of Enrolled and Not Enrolled
population cohotts. These melded capitation rates were developed assuming a 50/50
distribution of the Not Enrolled to each of the participating health plans.

Capitation Rates
Melded of Enrolled & 50% of Not Enrolled For NHPRI
7/1/2009 ~ 6/30/2(}19

Rate Adoption Katie _
Components Subsidy Beckett SSl<13 SSL>= 15
Medical $390.48 $965.61 $1,009.60 $719.87
Administrative $40.56 $100.36 $104.87 $74.79
Total $431.04 $1,065.97 $1,114.47 $794.66

Table 3

2. Capitation rates NHPRI for the Substitute Care population cohott currently enrolled with
them. There will not be a Not Enrolled rate for this populatdon cohot.

Capitation Rates
Enrolled Only (For NHPRI)
7/1/2009 - 6/30/2010

Rate Substitute
Components Care
Medical $665.08
Administrative $66.02
Total $731.10

Table 4

3. Capitation rates for the Not Enrolled population cohorts effective 7/1/2009 — 6/30/2010,
applicable to new participating health plans only, such as UHCNE.
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Capitation Rates
Not Enrolled Only (For UHCNE)
7/1/2009 - 6/30/2010
Rate Adoption | Katie _
Components Subsidy Beckett SSI<15 SSlz=15
Medical $511.41 %1,060.32 $938.74 $718.81
Administrative $£53.22 $110.34 $97.69 $74.81
Total $564.63 $1,170.66 $1,036.43 £793.62

Rate differences between the Enrolled and Not Enrolled groups reflect the underlying differences in
the claims expenses for the two groups. After a review of the claims experience data with DHS

- staff, we concur with the State in attributing the differences to selection, being that the experience
periods reflect the opt-out enrollment method, and realization of the managed care impact on the
Enrolled population cohorts. These differences were therefore carried forward in order to develop
adequate rates for the two groups.

Table 5

Eligible members for the Enrolled and Not Entolled population cohorts as of SFY 2008 are:

CSHCN & Substitute Care
Average Members
SFY 2008

Population Cohort Enrolled Not Enrolled
Adoption Subsidy 1,230 401

Katie Beckett 94 118

SSI <15 2,220 1,003

SSI == 15 1,128 802
Substitute Care 2,264 N/A

Healthcare Analytics
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RATE DEVELOPMENT METHODOLOGY
Claims & Enrollment Data

Claims and enrollment data was provided by Strategies and Solutions on behalf of the State, which
we used to develop the capitation rates exhibited in the tables above. As stated previously, the claims
and enrollment data for the Enrolled population cohotts pertain to members who have been
receiving their care through and managed by NHPRI since eatly 2004. The claims and enrollment
data for the Not Enrolled population cohorts are for members who ate covered by the State under
FFS and who are eligible for coverage through a managed care program. Eligibility for enrollment
was determined by certain qualifications established by the State, including: No Third Party Liability
(TPL), In-Plan, in the Community, Rhode Island Residents, Not currently in the Craft program.

The data reports covered State Fiscal Years (SFY) ending June 2006, 2007 and 2008, and were stated
on an incurred basis, paid through February 2009 and estimated at 100% complete. The completion
ratios were developed and applied to the claims by Strategies and Solutions.

DHS staff provided the information with which we made adjustments to the claims data for SFY
2008. These adjustments wete for off-line items not available in the claims data, identified through
reconciliation efforts between DHS staff and NHPRI for the “Ensolled” population. In addition,
the same adjustments that were made for the 7/08 — 6/09 rates were incorporated for the
development of the cutrent base petiod to account for the change in the EPSDT periodicity tables
not yet reflected in the claims data.

Base Period Data

The capitation rates for each of the population cohorts wete developed on a base petiod that was a
credibility-weighted average of the SFY 2006 and SFY 2007 experience PMPMs each forecasted to
SFY 2008, and SFY 2008. The determination of an apptopriate base petiod was made after an
analysis of the claims expertence for each population cohort for each year in consultation with the
actuaties at Donlon & Associates, Inc. All of the population cohorts exhibited wide variability and
fluctuations year over year, credibility-weighted 3-year averages were employed to smooth out the
variability and account for both high and low cost and utilization periods. The credibility weights
employed for the “Enrolled” and “Not Enrolled” segments were established separately to account
for differing variability in the expetience and enrollment changes. Whereas the enrollment for the
“Enrolled” segment showed a steady growth over time, the enrollment for the “Not Enrolled”
showed a steady decline over time. Thus, there was better comfort in assigning preater weights for
the latter experience periods for the “Enrolled” segment than the “Not Enrolled” segment.
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The base petiod PMPMs for all the population cohotts of “Enrolled” were credibility-weighted 3-
year averages of SFY 2006 and SFY 2007 each forecasted to SFY 2008 and SFY 2008 at credibility
weights of 10%, 30% and 60%, respectively. The base petiod PMPMs for all the population cohotts
of “Not Enrolled” were credibility-weighted 3-year averages of SFY 2006 and SFY 2007 each
forecasted to SFY 2008 and SFY 2008 at credibility weights of 30%, 30% and 40%, respectively.

Table 6
Adjusted’ Base Period PMPM
Popuiation Cohort Enrolled Not Enrolled

Adoption Subsidy $302.82 $459.05
Katie Beckett $754.75 $1,001.71
SSI <15 $859.03 $859.00
SSE>= 15 $609.14 $665.98

Substitute Care $535.09 N/A

: Adjusted Base Period inciudes EPSDT adjustment to account for the revised periodicity schedule

Completion Ratios

All claims data including SFY 2005, SFY 2006 and SFY 2007 were on an incurred basis paid through
February 2009, and estimated 100% complete. HealthCare Analytics telied on data provided by
Strategies and Solutions on behalf of the State. The completion ratios developed by Strategies and
Solutions were as follows:

Table 7

Completion Ratios

Enroiled Not Earolled
Population Cohorts | SFY 2006 | SFY2007 | SFY2008 | SEY2006 | SFY.2007 | SFY 2008
Adoption Subsidy 1.0000 0.9994 0.9862 1.0000 0.9981 0.9863
Katie Beckett 1.0000 0.9995 0.9876 1.0000 0.9979 0.9788
CSEICN SSI < 15 1.0000 0.9995 0.9783 1.0000 0.9949 0.9766
CSE CH S8t == 1.0000 09994 | 09806 1.0000 0.9975 0.9870
Substitute Care 1.0000 0.9995 0.9795 1.0000 0.9981 0.9839
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Trends

Year-over-year trends on a population cohort basis and in aggregate for both “Enrolled” and “Not
Enrolled” segments were widely variable. The variability within the population cohorts and
segments were atttibuted largely to the low levels of eligibility and enrollment in these programs and
the nature of the programs for the populations they serve, both contributing to certain volatiity to
the numbers. In addition, we observed that SFY 2008 was consistently lower than the previous yeat
and sometimes even lower than SFY 2006. Further look-back also revealed that SFY 2008 PMPMs
were at or near SFY 2005 levels. Consequently the mdicated 1-year, 2-year and 3-year trends all
pointed to 0% to negative trend rates, with which we were not comfortable to consider on a going
forward basis, given the relative small size of the populations and the observed volatility in the
experience. Since past reviews and discussions by DHS staff with the plans had indicated focused
managed care programs and efforts on mental health related setvices we also examined the
experience and indicated trends for mental health vs. non-mental health services.

The results of the analysis breaking down mental health related versus non-mental health related
services revealed that most if not all of the reductions were driven by the experience in mental
health related services. Since these services accounted for up to a third of all expenses, its effect
mmpacted on the overall experience, The indicated trends for non-mental health related services for
the 3-year average from SFY 2005 through SFY 2008 was 5.7%, while the 1-year and 2-year averages
for the latest periods were lower. In anticipation of the stabilization of reductions in mental health .
related expenses, as the managed care programs realize the initial savings through implementation,
and the assumed resumption of market-appropriate trends on a go-forward basis on both the mental
health related and non-mental health related services, an overall trend of 6.7% was selected for the
forecast of claims to the rate period. The 6.7% selected trend is comprised of the indicated 5.7%
aggregate 3-year average trend for non-mental health services, plus 1% for the anticipated
resumption of market-appropriate trends.

Table 8

Enrolied & Not-Enrolled All Cohort PMPM
i SFY 2005 SFY 2006 SFY 2007 | SFY 2008
Total CSHCN | §_ 59517 | & 66757 | & 692.70 | § 609.37

MentalHealth | $ 241.20 ¢ 26649 | ¢ 270.80 ' § 191.41

Non-Mental Health | $ 353.97 ¢ 401.08 § 42190 ' § 417.96

Total CSHCN Trends
‘ SFY 2005 SFY 2006 | SFY 2007 | SFY 2008
Year-Over-Year | 122% _ 3.8% _  -12.0%

Two-Year Average e 19% ~4.5%
Three-Year Average f : 7 0.8%

Mental Health Trends
SFY 2005 | SFY 2006 | SFY 2007 | SFY 2008

Year-Qver-Year | 7 10.5%;  1.6%; ~29.3%
Two-Year Average e 60% -15.2%
?hree~‘(ee_3r Average . ; ‘ _~7._4%

:Non-Men'ta! Health Trends
SEY 2005 | SFY 2006 | SFY 2007 | SFY 2008

Year-OverYear | =~ 133%. 52%, -0.9%
Two-Year Average | b e 202% 2.1%
Three-Year Average ; : - L

Healthcare Analytics Page 9 of 12



CSHCN Data Book State of Rhode Island
Rate Perod 7/1/09 - 6/30/10

Adjustment for Program Changes

We made an adjustment to our forecasted claims expense PMPMs to account for the impact of the
new periodicity tables recommended by the Association of American Pediatrics for EPSDT (Eatly
and Periodic Screening, Diagnosis and Treatment) services. DHS staff estimated this financial
impact.

We also carried forward the progtam adjustments and amendments made during the 7/1/08 -
6/30/09 rate petiod related to the inclusion of Children & Adolescent Intensive Treatment Services
(CAITS) as in-plan benefits effective 4/1/2009. Please refer to the amended data book dated
January 20, 2009 for detailed information on the program initiatives and the methodology behind
the adjustments.

Table 9

CAITS In-Plan Benefit Adiustment

NOT ENROLLED ; :
Rate Period 7/1/2009 - 63072010 T
Bascperiod cisPpM | | §  B0s6|$  1897[§  es7|§  ssa}

Basepencd,qveragemembers . '7 i i B ] R S 1,{)78 \. . 816 e

Trend Factor Pericd 1: Base Period midpointto 8/1/08 | ~ 1038] = 1.038 Jless) 0 L038

Trend Factor Period 2: 8/1/G8 to midpoint of Rate eriod | " Loc0) ~ iogof  1eoe| - nooof

Projected 7/1/09 - 6/30/10PMPM |87 s2siis eqofs T esdnis seer|

CAITS Savings . I R

Brojscted EATTS ide T Ty B Tl T TR

50% 50% [ 50% 50% e
Enrolled & Not Enrolled Melded \ ENROLLED
Rate Period 7/1/2009 - 6/30/2010 " f771/09-6/30/10

Base Petiod = SFY 2008 T o Adoption Sub.] Katie Beckett 551 <15 5SE>=15 Substitute Care

BasePerfod CISPMPM ]S 4aass S7441S 0 774N a4sh 1S BRE3

:A”s‘sbmad Distribution of NotEﬂrolIad intoHP 1

Trend Factor Period 1; Base Period midpoint to §/1/08 |~ 1038 1038] — 10s8)  1osey | 1038
Trend Factor Period Z: 8/1/08 to midpoint of Rate ?eriod 1.000 1.000 1.000 1.000 ) 1.000

Projected 7/1/0% - /30/10pMPM - |$  aseals o.8eaz|s  aezs}  |s e

Impled Melded CAITS Savings

Projected CAITSPMPME T T TR 26711 & 33,66 | § 4588 | § z523] 3 55,89

Flealthcate Analytics Page 10 of 12



CSHCN Data Book State of Rhode Island
Rate Period 7/1/09 — 6/30/10

Managed Care Adjustments

Since the “Enrolled” population cohorts have been covered through a managed care plan — NHPRI
— since 2004, no further adjustments wetre deemed to be necessaty for this group. Since enroliment
of the “Not Enrolled” population cohorts into managed care began in the winter of 2008 and has
been a relatively slow process, we carried forward the same managed care savings adjustments fos
the “Not Enrolled” population cohorts which were developed in consultation with the actuaries at
Donlon & Associates for the last rating period. The managed care savings assumptions address
mproved access to providers, better reimbursernents, and shift of care to mote appropriate and
lower cost settings.

Administrative Load & Premium Tax

In order to account for the variability in the base period PMPMs and the variability in the resulting
forecasted rates for the population cohorts as compared to the last rate period, the administrative
loads were rebalanced to maintain the current load ratios and were further adjusted up 3% on the

current rates to recognize expenses associated with managed cate programs. The capitation rates
were also loaded for the 2% premium tax, a recently enacted legislation.

Risk Share / Gain Share

The State’s risk sharing provision with the heath plans shall remain unchanged from the last rate
period.

Actuarial Certification
The capitation rates exhibited in tables 1 through 3 above along with all supporting exhibits in the

appendix of this document received an actuarial certification under a separate cover from the
actuarial firm of Donlon & Associates, Inc.
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APPENDICES
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FFS CIS Services for Eligible Population Cohorts
Incurred SFY (July - June), Paid through 2/089, estimated 100%

Enrolled CIS Services PMPM, Incurred SFY, est. 100%

EXHIBIT 6A

Enroiled
SFY Adoption Katie _ Substitute CSHCN
Subsidy | Beckett | Sol<1> |SSI>=15) Total Care Total
2006 $ 45,59 3 42.60 % 79.82 $ 35.86 | § 47.89 $ 69.33 3 63.30
2007 $  42.98 $ 8021 $ 47.241$  50.25 $  83.38 $  70.02
2008 $ 39,17 % 50.02 $ 83.70 % 46.67 | $ 51,03 $ 71.14 $ 65.35
PMPM Trends
Enrolled
SFY Adoption Katie Substitute CSHCN
< =
Subsidy Beckett SSI<15 | SSI>=15 Total Care Total
2007/2006 ~6% 90% 0% 32% 4,9% 20.3% 10.6%
2008/2007 -9% ~27% 4% -1% 1.6% -14.7% -6.7%
2008/2006 7% 18% 2% 14% 3.2% 1.3% 1,6%
3%
Not Enrolled CIS Services PMPM, Incurred SFY, est. 100%
NOT Enrolled
SFY Adoption Katie Substitute CSHCN
< =
Subsidy Beckett SSI<15 | SSI>=15 Total Care Total
2006 $ 40.29 $ 19.68 $ 61.49 $ 37,40 | & 39,96 5 17.54 $ 45,21
2007 $ 53.62 19.67 % 66.53 % 40,79 | ¢ 43,39 $ 3.77 $ 47.92
2008 $ 3535 [$  86.37 1% 66.67 $ 34.69 | ¢ 40.75 $ 17.64 $ 47,51
PMPM Trends
NOT Enrolled
SFY Adoption Katie _ Substitute CSHCN
Subsidy Beckett SSI<15 | SSI >=15 Total Care Total
2007/2006 33% 0% 8% 9%, 8.6% -78.5% 6.0%
2008/2007 -34% 339% 0% ~15% -6.1% 367.5% -0.9%
2008/2006 -6% 109% 4% 4% 1.0% 0.3% 2.5%

Note: CIS experience data was produced by K. Booth of Strategles And Solutions

CSHONDS-10Rates.xis \ CIS PMPM & Trends
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Savings Estimate from CAITS Program Implementation
For CSHCN & Foster Care Eligibles

EXHIBIT 6B

CIS Services for CSHCN & Foster Care Members
Incurred 4/1/2007 - 3/31/2008, est. 100%

Adoption Katie Substitute
Data PAd@100% Subsidy Beckett SSI<15 | SSI>=15 Care
Unique Users 1-1001 13 3 57 22 46
1001-2001 8 2 29 i1 40
2001-3001 15 3 38 10 28
3001-4001 12 1 28 11 37
4001-5001 S i 25 10 25
5001-5504 1 1 19 4 9
>5504 63 11 225 62 159
PA@100% 1-1001 $5,036 $1,321 $26,733 $10,883 $20,719
1001-2001 $13,604 $3,177 $43,565 $16,384 $62,581
2001-3001 $35,934 $6,681 $91,517 $24,290 $70,056
3001-4001 $41,252 $3,241 598,072 $37,848 $129,632
4001-5001 $40,058 $4,332 $112,277 $45,184 $113,108
5001-5504 $5,330 $5,440 $99,918 $20,637 $47,475
>5504 $758 4188 $137,6421  $2,743,650 $826,418| $1 765,799
Totai Unigue Users 121 22 421 130 344
Total Pd@100% $899,702 $161,833] $3,215,733 $981,644  $2,209,370
If CIS has a Max Benefit of $5,504 per User per SFY:
Adoption Katie Substitute
Subsidy Beckett SS1<15 | SS1>=15 Care
Then CIS Expense would be: $487,967 $84,735] $1,710,483 $496,474 $1,318,707
Inciuding Treatment Plan Pmts. $524,267 £91,335] $1,836,783 $535,4741 $1,421,907
and the Amount Saved would be: -$375,436 -$70,498| -$1,378,950|  -$446,170] -$787,463
% Reduction ~42%, «44% -43% =450/ -36%

Note: CIS experience data was produced by K. Booth of Strategies And Solutions
CAITS expense of $5,504 is an estimate of the maximum cost per user per year based on the defined benefits for
the CAITS pregram, prepared by S. Kernan of DHS

CSHCNOS-10Rates.xls \ CAITS Savings

HealthCare Analytics

4/15/2008




EXHIBIT &

CSHCN & Foster Care
CISICAITS Services
Enrolled & Not Enrolled Population Cohorts
Various Rate Periods

ENROLLED
Rate Period 7/1/2009 - 5/30/2010
Base Period = SFY 2008 Adoption Sub.] Katie Beckett 551 <15 551 >=15
|Base Period CIS PMPM $ 430118 80.41 (3 80.26 | § 47.22
Base Perfod Average Members 1,132 i01 2142 1,070
Trerrd Factor Perled 1: Base Pericd midpoint to 8/1/08 1.038 1,038 1538 1.038
Trend Factor Perlod 2: 8/1/08 to midpoint of Rate Period 1.000 5000 1400 1.000
Projected 7/1/09 - 6/30/10 PMPM H 4466 | § gs0ls 8334 |8 49.04
CAITS Savings -42% A44% -43% -45%
Projected CAFTS PMPM 3 26.03 | & 743 | 5 47.60 | & 26,75 |
NOT ENROLLED
Rate Period 7/1/2009 - 6/30/2010
Base Period = SEY 2008 Adoption Sub. Katie Beckett 551 <15 581 »=15
Base Pericd CIS PMPM H 50.56 | § 1897 {$ 6577 | § 37.58
Base Period Average Members 324 121 1,078 816
Trend Factor Period 1: Base Period midpoint to 8/1/08 1.038 1.038 1038 1.038
Trend Factor Period 2: 8/1/08 Lo midpoint of Rate Period 1.000 1.000 L.000 1.000
Projected 7/1/09 - 6/30/1C PMPM $ 5251]% 97e]s 68.30]$ 38.97
CAITS Savings ) -42% -44% -43% -45%
Projected CAITS PMPM F] 30.60 ] 5 1112 1% 39.02 | 3 21.26
Assumed Distribution of Not Enrofled into NHP 50% ] 50% | 50% [ 50%
Enrolled & Not Enroiled Meided ENROLLED
Rate Period 7/3/2009 - 6/30/2010 7/1/09-6/30/10
Base Period = SFY 2008 Adoption Sub. Katie Beckett $51 <18 S5k »uls Substitute Care
Base Period CiS PMPM 4 43151 § 574418 7734 | $ 44.55 s 83.63
Base Period Average Members 1,309 162 2,682 1,478 2,354
Trend Factor Perind 1: Base Periogd midpoint to 8/31/08 1.038 1.038 1.038 1.038 1.038
Trend Factor Perlod 2: 8/1/08 to midpoint of Rate Perigd 1.000 1.000 3.000 1.000 1.000
Projected 7/1/09 - 6/30/10 PMPM $ 4584 |5 5565 | § 80.32 1% 46.26 $ 86.34
implied Melded CAITS Savings -A2% -44% -43% -45% -36%
Projected CAITS PMPM 3 26.71 ] % 33.66 | $ 45.88 } § 25.23 5 55.89
NOTES:
Trend Factors for Non-Foster Care CSHCN Annual Trend Trend Period Trend Factor
Period 1! From Base Berlod o 8/1/08 - No changes to the program ' &6.7% 0.583 1,038
Perind 2! From 8/1/08 to midpoint (1/1/10) - DHS Case Management eff. §/1/08 2 G.0% 1.417 1.060
Trend Factors for Foster Care only Annual Trend Trend Perlod Trend Factor
Period 1: From Base Beriod to 8/1/08 - No changes %o the program * 6.7% 0.583 1.038
Period 2: From 8/1/08 to midpoint {1/1/10) - DHS Case Management eff. 8/1/08 ? 0.0% 1.417 1.000

* period 1 trend is the credibility-weighted average of the indicated trends for Rite Care at 8% and CSHCN at 3% with credibliity weights of
2/3 & 1/3 respectively

? Period 2 trend Is assumed at 0% from B8/1/08 to the midpoint of the rate period, to account for the effects of case management by DHS
which was begun in August 2068

Note: Early and very prelirinary figures indicate that casgég&ﬁéggg)gﬁgi%{égfﬂes have resulted in savings due 4/15/2009

CSHCNOS-10Raten. x5 | CAITS ProjRetions



EXHIBIT 7

CSHCN & Substitute Care
Rates Period 7/1/2009 - 6/30/2010

ENROLLED ONLY
Rate Period 7/1/2009 - 6/30/2010
Base Period = SFY 2008 Adoption Sub.] Katie Beckett 55F<ib 851 >w15
Base Period In-Plan PMPM w/ Adiustments H 302825 75475 | $ 859,035 608.14
Base Period Average Members 1,230 24 2,220 1,128
NOT ENROLLED
Rate Period 7/1/2009 - 6/30/2010
Base Period = SFY 2008 Adoption Sub. Katie Beckett $5) <15 581 >=15
Base Period in-Plan PMPM w/ Adjustments $ 458.051% 100071 s 359.00 ] 5 665,98
Base Perlod Average Members 401 118 1,008 802
[selected Tread for Projection: In-Plan 6.7% 6.7% 6.7% 6.7%
Projection Period {years) 2.00 2.00 200 2.00
Projected 7/1/09 - 6/30/10 PMPM $ 522.621% 1140433 97786 | $ 758.21
Maraged Care Savings Estimates $ {41811 5 @23l s (78.24}} 3 60.66)
Projected 7/1/2008 - 6/30/2010 PMPM w/ Mgd. Care S 48081 |6 1,049.20 ] § 89972 | 3 697.55
CAITS Rate Adjustment PMPM (7/1/08 - 6/30/10) s 3060 [ 5 111218 390115 21.2%
Adjusted Projected 7/1/2009 - 6/30/2010 PMPM $ 51141 ] 8 10603218 938.74 | ¢ 718.81
Projacted Admin, Exp, 7/1/09 - 6/30/10 : s 439318 8694 |3 7696 | S 58.84
Projected Total n-Plan Capitations with Admin. $ 5533418 1,147.2501§ 101870} $ 777.75
Managed Care Savings Rate -8.00% -8.00% -8.00%, -B.00%
Current Rates $ 77934 | L29454 )5 1,077.00 % 701,29
Projected Rates with 2% Premium Tax H 56463 | $  1,17066 |5 1,03643] & 793.62
Assumed Disteibution of Not Enrolled into NHP 50% i 50% | 50% i 50%
Melded Enrolled & Not Enrolled JENROLLED ONLY
Rate Period 7/1/20069 - 6/30/2010 7/1/09-6/30/10
Base Period = SFY 2008 Adoption Sub.] Katie Beckett §51 <15 55k >w15 Substitute Care
Base Period [n-Plan PMPM w/ Adjustments $ 324.70 1 & gaars | s 859.02 f & 624.05 5 535.09
Base Period Average Members 1,432 153 2,722 1,528 2,264
Implied Trend of the Melded Enrolled and Not Enrolled 6.7% 6.7% &.7% 6.7% 6.7%
Projection Period (yoars) 2.00 200 2.00 2.00 200
Melded 7/1/68 - 6/3G/10 PMPM For £nrolied & Not Enrolled s 369.67 § 5 9674316 87799 § S 71048 S 608,18
Managied Care Savings on Not Enrolled Popuiation s {5861} § (35.101] § {14.41)1 8 15.91)
Net Meldaed 7/1/09 - 6/20/10 PMPM For Enrolied & Not Enrolled $ 36381 [ S 9323413 963.58 ] 5 §94.56
CAITS Rate Adjustment PMPM (7/1/09 - §/30/10) $ 2667 | % 33.27 )% 46,02 | ¢ 25.31 $ 55.89
Adjusted Melded 7/1/09 - 6/30/10 PMPM 3 39048 1 $ 965,61 ] 5 1,0096G | S 719.87 S 665.08
Projecied Admin, Exp. 7/1/09 - 6/30/10 3 3194 158 7304 % 8288138 58.90 5 £1.39
{Projected Total in-Plan PMPM with Admin, s 42242 15 10446655  £,0923815 TI8IT $ 716.48
|Current Rates (SFY '09) $ 51702 |§ 11034838 1,158.99) % 730.44 H 734.70
|Projected Rates with 2% Premium Tax $ 4310418 106597 |5 1,11447]$ 794.66 5 731.10

! Projected Admin Expense for 7/1/08 - 6/30/10 was re-balanced based on current expense ratio, since the Wpdated base period claims pmpm changed noticeably for same
population cohorts, Current rates were further adjustad up 3% to recognize axpanses assoclated with managed care implementation

Trend assumption Is based on a combined chserved trends for non-mental heaith services for 08 over '05 for both the enrolled and not-enrolled popuiations, with a smail
degrae of conservativeness {1% on top of the indicated 5.7% trend)

CHHCNDR-10RRTos.xl5 | GSHEN Ratas HealthCare Anafytics 6/22/2009



D&A Donlon & Associates, Inc.

STATEMENT OF ACTUARIAL OPINION

1, Vincent G. Sherwin, am associated with the firm of Donlon & Associates, Inc. I am a Member of the
American Academy of Actuaries and meet its General Qualification Standards to issue public statements
of actuarial opinions, which include the development of capitated rates for state Medicaid programs. I
have been involved in developing the State capitation rates for Children with Special Health Care Needs
(CHSCN) and Children in Substitute Care Arrangements for the period July 1, 2009 — June 30, 2010.
Capitation rates were developed for the following eligibility categories: Substitute Care, Adoption
Subsidy, Katie Beckett, SSI <15, SSI>=15. Two sets of capitation rates were developed under the
scenarios described below:

1. Capitation rates for the enrolied population currently being served by (Neighborhood Health
Plan) NHP blended with 50% of the current non-enrolled population. The non-enrolled
population is going to be required to enroll with a managed care plan. The State is assuming that
50% of the current non-enrolled population will enroll with NHP. It is our understanding that
the State Medicaid program has the ability to direct enrollment fo the participating plans in order
to achieve this split.

2. A set of capitation rates was developed for the current non-enrolled population that will enroll
with United Health Care (UHC). It is being assumed that 50% of this population will enroll with
UHC.

I'have examined the actuarial assumptions and actuarial methods used in determining the capitated

payment rates as developed in the attached HealthCare Analytics report dated June 25, 2009. In my

review of the capitation rate development, I have relied upon an analysis of Medicaid Fee For Service

claims data, Medicaid eligibility data, program and other documentation, and trend research provided by

HealthCare Analytics to the State. All data was provided to the State Medicaid Agency. I performed no

verification as to the accuracy of these data. In other respects, my determination included such review

of the actuarial calculations as I considered necessary in the circumstances.

In my opinion, the capitation rates developed in the report dated June 25, 2009:

i. Are computed in accordance with commonly accepted actuarial standards consistently applied and
are fairly stated in accordance with sound actuarial principles,

ii. Are based on actuarial assumptions which reflect historical program experience,

iil. Are in compliance with the regulations found at 42 CFR 438.

Actuarial methods, considerations and analyses used in forming my opinion conform to the appropriate

Standards of Practice as promulgated from time to time by the Actuarial Standards Board.

ie Mo -

Vincent G, Sherwin, FSA, MAAA Date
Consulting Actuary

6/29/09

801 Warrenville Road « Suite 480 » Lisle, lllinois 60532
Phone: 630.505.0830 - Data/Fax: 630.241.1445
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